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UNCLAS BUDAPEST 0175 

E.O. 11652: N/A 
TAGS: ECBP, HU 

SUBJECT: GOH ANNOUNCES PRICE RISES 

REF: BUDAPEST 4333 

1 . THE HUNGARIAN NATIONAL TLTERIAL AND PRICE CONTROL 
OFFICE (NMPCO) ANNOUNCED A NUMBER OF CONSUMER PRICE 
INCREASES EFFECTIVE JANUARY 9, 1978. THE INCREASES, WHICH 
ARE A BELATED REACTION TO INCREASES IN WORLD PRICES, WILL 
EFFECT MAINLY COFFEE, CHOCOLATE AND OTHER COCOA PRODUCTS, 
TROPICAL FRUITS, CERTAIN METAL PRODUCTS AND BUILDING 
COSTS. 
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2. ACCORDING TO THE NMPCO ANNOUNCEMENT PUBLISHED IN 
NEPSZABADSAG AND OTHER PAPERS JANUARY 8, PRICES OF 
ROAST COFFEE WILL INCREASE AN AVERAGE OF 50 PERCENT 
AND INSTANT COFFEE PRICES WILL INCREASE 30 PERCENT. 

TROPICAL FRUIT PRICES WILL INCREASE AN AVERAGE OF 8 
PERCENT. FRUITS WITHIN THIS CATEGORY ARE LEMONS 

(5 PERCENT PRICE INCREASE), ORANGES AND BANANAS 
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(7 TO 9 PERCENT PRICE INCREASE), AND DATES AND RAISINS 
(10 PERCENT PRICE INCREASE). 

3. CANDIES AND SWEETS WILL INCREASE AN AVERAGE OF 

25 PERCENT. THE ANNOUNCEMENT ATTRIBUTES THIS RISE TO 
THE INCREASE IN WORLD COCOA BEAN PRICES (250 PERCENT 
INCREASE IN TWO YEARS) AND TO THE SUGAR PRICE INCREASE 
OF DECEMBER 1975 WHICH WAS NOT AT THAT TIME PASSED ON 
TO THE CONFECTIONERY INDUSTRY. PRICE 
INCREASES WILL VERY FROM 13 PERCENT FOR CAKES AND 
COOKIES TO 33 PERCENT FOR CHOCOLATE CANDY. 

4. FOLLOWING ON THE EARLIER ANNOUNCEMENT (REFTEL) 

OF AN INCREASE IN METAL INDUSTRY PRODUCERS' PRICES. 

PRICES OF A NUMBER OF CONSUMER GOODS WITH HIGH METAL 
CONTENT HAVE ALSO BEEN INCREASED. AMONG THE ITEMS 
SPECIFICALLY MENTIONED ARE THIN SHEET METAL (UP 21 
PERCENT), GAS AND WATER PIPES (UP 25 PERCENT), 

AGRICULTURAL HAND TOOLS (UP 60 PERCENT ON AVERAGE). 
SCREWS (UP 20 PERCENT), NAILS (UP 16 PERCENT), AND 
BICYCLES (UP 15 PERCENT). THE INCREASED METAL PRICES 
WILL NOT BE PASSED ON IN PRODUCTS WHICH ARE ESPECIALLY 
IMPORTANT TO LOW INCOME AND LARGE FAMILIES, SUCH AS 
DRIERS, NON-AUTOMATIC WASHERS, AND BABY CARRIAGES. 

THE STATE BUDGET WILL COVER INCREASED COSTS IN THESE 
PRODUCTS. THE ANNOUNCEMENT ALSO NOTES THAT THE PRICE 
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RISES IN IRON METALLURGICAL PRODUCTS WILL INCREASE 
BUILDING COSTS. IN ORDER NOT TP INCREASE THE CASH 
EXPENSES OF THE POPULATION IN CONNECTION WITH HOME 
BUILDING, CREDIT TERMS WILL BE LIBERALIZED, PRIMARILY 
BY INCREASING THE LIMITS ON MORTGAGES. 

5. THE ANNOUNCEMENT EXPLAINS THAT STATE SUBSIDIES 
MAINTAIN THE CONSUMER PRICES OF BASIC FOODS (MEAT, 

MILK, DAIRY PRODUCTS, ETC) AT PRICES LOWER THAN 
PRODUCERS' COSTS. THE CONSUMER PRICES OF LUXURY GOODS 
SUCH AS COFFEE, ON THE OTHER HAND, WERE ORIGINALLY 
ABOVE THE IMPORT COST. WITH LARGE INCREASES IN WORLD 
PRICES OF THESE GOODS IN RECENT YEARS, DOMESTIC PRICES 
HAVE DROPPED BELOW THE IMPORT COST, THIS NECESSITATING 
PRICE INCREASES. THE ANNOUNCEMENT NOTES THAT STATE 
SUBSIDIES FOR COFFEE IN 1977 REACHED FOUR BILLION 
FORNITS. INCREASES IN METAL PRICES ARE ALSO DUE TO 
INCREASED RAW MATERIAL IMPORT PRICES. THE ARTICLE NOTES 
THAT IT IS HOPED THAT THE INCREASED PRICES OF METAL 
PRODUCTS WILL STIMULATE DOMESTIC PRODUCTION OF ARTICLES 
WHICH HAVE BEEN IN SHORT SUPPLY, ESPECIALLY AGRICULTURAL 
TOOLS. 
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6. THE ANNOUNCEMENT ESTIMATES THAT THESE INCREASES 
WILL RAISE THE OVERALL CONSUMER PRICE INDEX 
BY 1.8 PERCENT. THE 1978 PLAN ALLOWS A MAXIMUM 4 PERCENT 
INCREASE FOR THE YEAR, SO THE CPI CAN FURTHER INCREASE 
BY A MAXIMUM 2.2 PERCENT "AS A RESULT OF ENTERPRISE 
INITIATIVES AND MARKET EFFECTS." 

KAISER 
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